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The in fo rm a tio n  con ta ined in th is  report has been prepared fro m  sources considered re liable, b u t its  accuracy is no t guaranteed by us 
and is N O T necessarily a com ple te  sum m ary o f a ll available materials on the sub ject. O pin ions expressed herein do  no t necessarily re flect 
In s titu te  p o lic y . R eproduction  o f these m aterials w ith o u t p r io r approval o f the A IC P A  is p ro h ib ite d .
COMPTROLLER OF THE CURRENCY
D isclosure o f F inancial and Other Information by National Banks is  the subject of a 
n o tic e  o f  proposed rulem aking by the O f f ic e  o f the C o m p tro ller o f the Currency 
(see the 10/30/85 Fed. Reg., pp. 45372-85.) The p rop osal would re q u ire  a l l  
national banks to prepare p eriod ic d isclosu re  reports s im ila r to those prepared by 
banks under the S e cu ritie s  Exchange Act o f 1934 and to f i l e  those reports with the 
OCC. Banks would a lso  have to n o tify  depositors and se cu rity  holders that these 
re p o rts  are  a v a i la b le  and p ro v id e  c o p ie s  upon req u est w ith ou t ch arge. The 
period ic d isclosu re  reports would include an annual report, q u arterly  reports, and 
current reports. W ritten comments must be submitted on or before 1/28/86. For 
further information contact Emily McNaughton at 202/447-1165.
S e cu ritie s  Exchange Act D isclosure Rules is  the t i t l e  of a 96-page f in a l ru le ,
published by the O ffice  of the Comptroller of the Currency (see the 10/30/85 Fed. 
Reg., pp. 45276-45372), and according to the OCC, w i l l  adopt with minor changes, 
proposed amendments which were published for comment on 9/21/85. In addition to a 
reform atting which is  intended to make the d isclosu re ru les easier to understand 
and u se, the OCC s t a t e s  th a t the amendments w i l l  a ls o  " s im p lify  a number o f 
d i s c l o s u r e  r e q u ir e m e n ts  fo r  r e g i s t r a t i o n ,  p e r io d ic  re p o rtin g  and proxy 
s o l i c i t a t i o n  by banks through th e adoption  o f common d is c lo s u r e  item s fo r  
nonfinancial statem ents and reports, as w ell as for fin a n cia l statem ents." Some 
area s in  t h is  f i n a l  r u le  in c lu d e  "d isagreem en ts w ith  form er accou n tan ts on 
accounting and fin a n cia l d isclosu re;"  fin a n cia l statement requirements, including 
examination by independent public accountants; consolidated and interim  fin an cia l 
sta tem en ts  and "p re se n ta tio n  o f a f in a n c ia l  fo r e c a s t ."  The e f f e c t i v e  d a te  o f 
these f in a l ru les is  12/30/85. For further information contact Michael Dugas a t 
202/447-1954.
GENERAL SERVICES ADMINISTRATION
Changes to  F ed e ra l A c q u is it io n  R e g u la tio n  (FAR) clauses 52.230-3, Cost Accounting 
Standards and 52.230-5, D isclosure and Consistency of Cost Accounting P ractices, 
concerning changes in the in te re st rate  charged con tractors, are the subjects o f a 
proposed ru le  jo in t ly  issued by the Department of Defense, GSA, and NASA (see the 
10/28/85 Fed. Reg., p. 43643.) The proposed ru le , according to the announcement, 
is  predicated on enactment in the 1966 Defense Authorization B i l l  o f a change in 
in t e r e s t  r a te  d e term in a tio n s and would be adopted in  the FAR fo r  nondefense 
contracts as a matter o f p olicy . For further information contact Margaret W illis  
a t  202/523-4755.
FEDERAL HOME LOAN BANK BOARD
The FHLBB's O ffic e  o f Examinations and Supervision has recen tly  issued requirements
regarding changes in accountants for savings and loan in stitu tio n s. B u lle tin  PA- 
7a-4 issued by OES Acting Director Francis M. Passarelli requires the institution 
to n o tify  the OES D irector and the public accountant in w ritin g  w ithin 15 days of 
term in a tio n  in the case  o f a v o lu n ta ry  or in v o lu n ta ry  change o f a p u b lic  
accountant. The n o tific a tio n  must in d icate  the reason for term ination and whether 
w ithin the preceding 24 months there were "unresolved issues, scope re s tr ic t io n s , 
unanswered questions, and/or a lte rn a tiv e ly  any disagreements with the terminated 
p u b lic  accoun tan t on any m atter o f accou n tin g p r in c ip le s ,  p r a c t ic e s ,  a u d it 
p roced u res, f in a n c ia l  statem en t d is c lo s u r e  and/or a u d itin g  p rocedure, which 
d isagreem en ts i f  not re so lv e d  to  the s a t is f a c t io n  o f the term in ated  p u b lic  
accoun tan t would have caused or w i l l  cause the accoun tan t to  make re fe re n c e  in
connection w ith the accountant’s opinion." The terminated public accountant is  to 
fu rn ish  the in s t i t u t io n  a le t t e r ,  w ith  a copy to  OES, s t a t in g  h is  agreem ent or 
disagreement with the in s titu tio n ’s statement. The public accountant must then 
d is c u s s  the is s u e  w ith  the OES D ire c to r . The in s t i t u t i o n  i s  p ro h ib ite d  from 
ap p o in tin g  a rep lacem ent accoun tan t p r io r  to  OES w r it te n  n o t i f ic a t io n  to  the 
in s titu tio n  that th is  discussion has occurred. The engagement le t t e r  sp e c ifie d  in 
B u lle tin  PA-7a must be sent to the OES D irector p rio r to  the commencement of any 
audit work by the new accountant. The amendment is  e f fe c t iv e  immediately.
SECURITIES AND EXCHANGE COMMISSION
Joseph A. G rundfest was sworn in as an SEC Commissioner 10/28/85 fo llow in g Senate 
confirm ation of h is  nomination on 10/25/85. A former consultant to Peat, Marwick, 
M itc h e ll & Co., an a tto rn e y  and eco n om ist, Mr. G run d fest su cceed s C h a rle s  L. 
Marinaccio. At h is  confirm ation hearing before the Senate Banking Committee, Mr. 
Grundfest said  he supported le g is la t io n  to  regulate government s e c u r it ie s  dealers 
i f  i t  improved m arket perform ance and met c o s t/ b e n e f i t  c r i t e r i a .  He a ls o  
discussed h is  view expressed in a chapter he wrote in the 1985 Economic Report o f 
the P re sid e n t th a t even h o s t i le  ta k eo v ers  are  b e n e f ic ia l .  Mr. G ru n d fest’ s term 
expires in June 1990.
TREASURY, DEPARTMENT OP
Regulations re la tin g  to the re s id e n tia l energy c re d it  have recen tly  been proposed by
th e IRS (see the 10/31/85 Fed. Reg., pp. 45423-29.) The amendments p ro v id e  an 
in c re a se  o f th e renew able en ergy exp en d itu re  c r e d it  to  40% o f up to  $10,000 in  
ex p en d itu res. E xpenditures fin an ced  w ith  su b sid ize d  energy fin a n c in g  a re  not 
taken into account in computing the cre d it  except to reduce the maximum amount o f 
a llow able expenditures. Further, the proposal o ffe rs  a d e fin itio n  of "subsidized 
e n e r g y  f in a n c in g ; "  expan ds th e  d e f i n i t i o n s  o f "ren ew ab le en ergy source 
expenditures" and "so lar energy property," and "provides ru les re la tin g  to jo in t ly  
owned energy conservation property or renewable energy source property. L a stly , 
the amendment provides performance and q u a lity  standards that must be met in order 
fo r  c e r ta in  item s to  q u a li fy  fo r  the r e s id e n t ia l  en ergy c r e d it .  Comments are  
req u ested  by 12/30/85. For fu r th e r  in fo rm a tio n  c o n ta c t  B e v e rly  Baughman a t  
202/566-3297.
SPECIAL: ADVISORY PANEL TO SENATE SMALL BUSINESS COMMITTEE MAKES RECOMMENDATIONS
Issues o f c r i t i c a l  importance to sm all business ranging from tax reform to foreign
trade were the subject of resolutions adopted by the National Advisory Council to
the Senate Committee on Small Business a t i t s  f i f t h  annual meeting in Washington, 
D.C. r e c e n t ly . The C ou n cil opposed com prehensive ta x  reform  but endorsed a 
minimum co rp o ra te  ta x . The P re s id e n t and Congress were c a l le d  upon to  take 
im m ediate a c tio n  on th e budget d e f i c i t ,  in c lu d in g  c u ts  in  a l l  area s  in c lu d in g  
e n tit le m e n t program s, S o c ia l  S e c u r ity  and d e fe n se , as w e ll  as an in c re a s e  in  
ta x e s , i f  n ece ssa ry . The C o u n cil supported th e m aintenance o f the SBA as an 
independent agency and c a l le d  fo r  v igo ro u s enforcem ent o f U.S. a n t i t r u s t  law s, 
p a r t ic u la r ly  reg ard in g  a n tic o m p e tit iv e  mergers and acq u isition s. Congressional 
h ea rin g s and a fe d e r a l standard fo r  l i a b i l i t y  in suran ce in  l ig h t  o f the c u rre n t 
u n a v a ila b ility  of affordable insurance for sm all firm s was also  ca lle d  fo r. With 
re s p e ct to  fo re ig n  tra d e , the panel asked th a t U.S. im ports be reduced from any 
cou n try where u n fa ir  trad e  p r a c t ic e s  c o n tr ib u te  to  th e U.S. tra d e  d e f i c i t  w ith  
that country. Stronger implementation of the Prompt Payment Act to ensure tim ely 
payment by the F ed era l government to  sm a ll b u sin e ss  c o n tr a c to rs  was a ls o  
recommended. The C ou n cil was e s ta b lis h e d  in 1981 and is  com prised o f 25 sm a ll 
business persons from throughout the U.S.
SPECIAL: ASSOCIATION OF BLACK CPA FIRMS TESTIFIES ON NEED TO AMEND CIVIL RICO
"I do not b e liev e  that Congress should continue to allow  claim ants to use c i v i l  RICO
as a weapon to  ra is e  the stakes in these cases to  the point that they break
le g it im a t e  b u sin e ssp e o p le ," accord in g  to Thomas S. Watson, J r ., CPA, who
t e s t i f i e d  10/29/85 on b e h a lf  o f the A s s o c ia tio n  o f B lack  CPA Firm s b e fo re  the 
House Jud iciary’s Crim inal J u stice  Subcommittee. Noting that the A ssociation is  a 
nationwide organization with 25 member firm s employing more than 1,800 persons, 
Mr. Watson said , "I am here today because c i v i l  RICO poses a serious threat to the 
members of our A ssociation ... We are sm all to medium s iz e  firm s that are deep in 
t a le n t  but do not have deep f in a n c ia l  reso u rces  in to  which we can d ip  i f  socked 
w ith  enormous l i t i g a t i o n  c o s ts  and judgm ents ... The th r e a t  o f t r e b le  damages, 
attorney’s fees, and the lab el ’’racketeer’’ are onerous burdens for any defendant. 
For our members, as for other sm aller business people and p rofession als, i t  can 
mean the d e s tr u c tio n  o f a l i f e ’ s work.’’ He em phasized th a t  he d id  not mean to  
’’su g g e st th a t com pensation should not be paid  to  people  who have been tre a te d  
w rongly." Mr. Watson s a id , "That i s  not the is s u e  h ere. There are  p le n ty  o f 
remedies under s ta te  and fed eral law that address the types of in ju ries  involved 
in these cases." He took issue with some w itnesses who have t e s t i f ie d  before the 
Subcommittee that c i v i l  RICO serves some b e n e fic ia l purposes in some cases. Mr. 
Watson s ta te d , "I cannot say th a t  I am aware o f any such c a s e s , and I urge t h is  
Committee to look behind that rh eto ric  to the r e a li ty  to  determine whether c i v i l  
RICO charges were r e a lly  necessary, or whether they simply provided an additional 
bludgeon w ith  which to  th re a te n  a defen dan t. And I a ls o  ask the Com m ittee to 
consider whether, even i f  there are iso la ted  examples o f cases in which c i v i l  RICO 
d id  some good, th a t m argin al b e n e f it  i s  worth the p r ic e ."  He con tin u ed , "I 
understand Judge M ikva, a lo n g -tim e  fr ie n d  o f the consumer and p u b lic  in t e r e s t  
causes, t e s t i f ie d  th at he did not b e liev e  i t  was worth the cost." In conclusion, 
Mr. Watson stated , "The A ssociation o f Black CPA Firms strongly supports the b i l l  
in troduced  by R e p re se n ta tiv e  Boucher. We b e lie v e  th a t  i t  i s  the o n ly  p rop osal 
th a t  w i l l  sim p ly  and d i r e c t l y  l i f t  t h is  burden from our members w h ile  s t i l l  
preserving the c i v i l  RICO remedy for use against the kind o f hard-core crim inals 
Congress intended i t  to  be used a g a in s t. We urge t h is  Com m ittee to  a c t  upon 
Congressman Boucher’s b i l l  as qu ick ly  as p ossib le , so th at the d estru ctive  use of 
RICO can be brought to  an end b e fo re  the flo o d  o f l i t i g a t i o n  turn s in to  a t id a l  
wave." Rep. Boucher’ s b i l l ,  H.R. 2943, was introduced  on 7/10/85 and c u r r e n t ly  
has 43 co-sponsors. I t  has the support o f the AICPA. Mr. Watson is  a d irecto r o f 
the A ssociation o f Black CPA Firms, a past president of the National Association 
o f M inority CPA Firms, and has been a member of the AICPA since 1972.
For further information contact Gina Rosasco, Shirley Hodgson, or Nick Nichols at 
202/872-8190.
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